Component 2DRAFT

TERMS OF REFERENCE
CONSULTANCY SERVICES TO DEVELOP DIAGNOSTIC TOOL AND CONDUCT DIAGNOSTIC/GAP ASSESSMENT AND PROVIDE TECHNICAL ASSISTANCE FOR SMALL AND MEDIUM ENTERPRISES IN BARBADOS
1.	BACKGROUND
Status of Barbados Economy
a) The economic landscape in Barbados has been characterised by slow economic growth for the better part of two decades. Data reported by Moody’s Analytics on investment in Barbados, indicate that this stems from a long period with minimal productivity growth, driven by a failure of new investment and of new business entry[footnoteRef:1]. The result of this period is especially seen in the growth of the Government’s debt burden - increasing debt to GDP ratio for Barbados, which ranked among the highest in the world by 2018. The portion of Government spending allocated to public investment has diminished significantly over time, leading to a poor business climate and infrastructural framework. Against this backdrop of low public and private sector investment, Barbadians have not seen increases in their real incomes in almost a decade and a half. This situation will be further compounded with the expected economic fallout emanating from the COVID 19 pandemic. [1:  Moody’s Analytics. Retrieved from https://www.economy.com/barbados/nominal-fixed-investment-gross-fixed-capital-formation
] 

b) In 2018, the Barbados Government chose to restructure its debt and enter into an Economic Program under the IMF’s Extended Fund Facility, namely, the “Barbados Economic Recovery and Transformation Plan” (BERT). Barbados’ economic plan aims to target a rapid decline in the debt to GDP ratio over a period of 10 to 15 years, such that the ratio falls to 60% sustainably beyond 2030. However, the restructuring of Government debt caused losses for a number of domestic financial institutions, further limiting the depth of an already-shallow market for business financing. Even as market interest rates have fallen, aggregate lending to business has declined, leading to a deepening cycle of underinvestment.
c) Based on this economic outlook, the Government of Barbados recognises the Small and Medium Sized Enterprise (SME) sector as an engine of growth, and a critical plank in the effort to revitalize the island’s economy, as articulated in the National MSME Policy Framework[footnoteRef:2].  This Policy Framework focuses on:  [2:  The Barbados Small Business Development Sector Network (2016). “A National Policy Framework for the Development of Micro Small and Medium Enterprises 
] 

· accelerating instances of entrepreneurship in Barbados;
· fostering innovation and competitiveness in the small business sector;
· increasing the profitability of SMEs and MSMEs; and
· providing employment opportunities to the labour force of the island.
MSME Landscape in Barbados
d) A Barbados national survey on small businesses in Barbados, published by the Small Business Association of Barbados in 2016[footnoteRef:3], indicated that: [3:  Small Business Association (2016). “The State of Small Business in Barbados”: Summary of a National Survey of the Micro, Small and Medium Enterprise Sector.  Retrieved from https://www.sba.bb/sba/index.php/news-research/research/category/2-research
] 

i. micro and small enterprises comprise 92.2% of formal enterprises in Barbados, while medium enterprises (26 to 50 employees) account for 4.1% of enterprises.  
ii. the total number of micro and small sized enterprises was estimated at 8,903.

e) The estimated revenue generated by SMEs amounted to a contribution of 47.5% of the overall $7.3 billion of revenue generated by the private non-agricultural sector in Barbados.  With regard to the broad sector, agriculture accounts for 5.8% of enterprises, industry for 16.8%, and services for 77.4%.  
f) SMEs accounted for 60.7% of private sector employment, and 47.6% of total employment in the country The bulk of this employment was in small service companies, which accounted for 33.8% of private sector employment, and 26.5% of total employment in the country.
g) With regard to exports, SMEs accounted for 38.8% of total exports.
h) Female led enterprises accounted for 34.4%, and another 6.1% of the enterprises had equal male and female ownership. Forty-eight percent (48%) of sole proprietorships were female owned. The sectors which accounted for the majority of females as the largest owner were Professional Services (19.3%), Manufacturing (15.0%), Retail (11.2%) and Arts and Entertainment (10.7%). The sectors which accounted for males as the largest owner were Manufacturing (18.8%), Professional Services (11.4%) and Retail (10.5%).
Challenges for SMEs to Access Financing
i) There is inadequate access to financial resources by MSMEs in Barbados, due in part to an underdeveloped financial services industry dominated by commercial banks, which regard lending to SMEs as high risk. 
j) As reported in the previously mentioned national survey on small businesses in Barbados, published by the Small Business Association of Barbados in 2016, many micro entrepreneurs were cautious about loan financing, perhaps due to their lack of enterprise skills.  There is also a preference for low-cost, flexible financing, with low interest and fees, repayment schedules that match their cash flows, and some lenience for late payments.  As a result, nearly all micro entrepreneurs surveyed reported that they relied on savings.  
k) Further, the economic fallout emanating from the COVID19 pandemic will further limit the availability of alternative financing options for SMEs, as well as diminish savings.  
l) The lack of alternative financing options has proven largely inhibitive to fostering the development of the entrepreneurial landscape in Barbados.
m) This is confirmed by Barbados’ 144th ranking – out of 190 countries – in the World Bank’s 2020 Ease of Doing Business Report with respect to access to credit, The Government of Barbados in an effort to improve this ranking is exploring several initiatives to address the issue of access to capital. 
n) One of these initiatives, is to encourage SMEs to pursue equity financing and raise funds for development purposes through participation in the Innovation and Growth Market (I&GM) (formerly referred to as the Junior Stock Market).
o) Equity financing allows for fair opportunities to invest in local businesses. This results in a win-win situation: SMEs will benefit from easier access to capital; investors will benefit from a wider array of investment opportunities. 
p) However, a strong infrastructure must be put in place for SMEs to achieve a successful listing. SMEs need to improve their operations through stronger governance and increased operational efficiency.
q) The Ministry of Energy, Business Development and Consumer Affairs (the Ministry) in collaboration with strategic partners, the Small Business Association of Barbados (SBA) and the Barbados Stock Exchange (BSE), are therefore seeking to strengthen the MSME ecosystem by making equity financing attractive and accessible to all Small and Medium-sized Enterprises (SMEs) by allowing them to list on Innovation and Growth Market (IGM) of the BSE. The project is designed as a pilot which consists of the following three (3) phases:

· Sensitisation and Education Phase will focus on creating awareness about the operations of the BSE, the features and listing requirements for the IGM, raising capital through equity financing, and educating the public and potential investors on benefits and opportunities presented by the stock market. This also includes a comprehensive training programme specifically for 50 SMEs.

· Diagnostic and Capacity Building Phase includes an assessment and ranking of prospective MSMEs seeking public listing and initiatives to enhance the organisational capacity of the firms along with further training. Training will be provided to the Ministry and business support organisations as a means of ensuring knowledge transfer and sustainability of the programme.

· Raising Capital and Listing Phase will focus on enabling 20 firms to list to raise capital by selling its shares to the public. The expected 20 qualified firms for listing on the IGM, will be responsible for their preparations towards the Initial Public Offers (IPOs).

This proposal is in alignment with CDB’s Strategic Objective of building economic resilience and CDB’s Corporate Priorities of promoting private sector operations and MSMEs and improving private sector development and competitiveness.  Further, it is complementary to existing CDB initiatives such as business climate reform and the Technical Assistance Programme (TAP), designed to mitigate the impact of COVID-19 and provide ongoing capacity-building to help businesses survive, remain competitive and regain market share in export and domestic markets.  

2.	CONSULTANCY OBJECTIVE 
2.01 The objective of this consultancy is to develop and administer a diagnostic tool capable of assessing the capacity Barbadian SMEs, to publicly list on the Innovation and Growth Market (IGM) of the Barbados Stock Exchange (BSE). 

2.02 To conduct gap analysis and readiness assessments for thirty (30) SMEs and provide short term technical assistance to twenty (20) SMEs to close identified gaps and to ensure their compliance and organisational capacity to meet IGM listing requirements.


3.	EXPECTED RESULTS 

3.01 	The following results are expected:

· A diagnostic tool to assess SMEs state of readiness for listing.
· Reports on gap analyses of thirty (30) SMEs with recommendations to strengthen the weaknesses identified with clear action plans and timelines to close gaps. 
· Prioritized or ranked list of twenty (20) SMEs to proceed to Phase 3 of the project in terms of readiness for listing.
· Short term experts assigned to twenty (20) short listed firms to close identified gaps within agreed timelines.

4.	SCOPE OF CONSULTANCY SERVICES

4.01	The Consultant will perform the following activities to achieve the stated objectives of the consultancy assignment. 

4.02	The main tasks/activities are as follows:

(a) Conduct desktop research of available tools to assess the capacity of Barbadian SMEs
(b) Conduct consultations with national stakeholders.
(c) Develop and administer a tailored diagnostic tool for assessment of Barbadian SMEs. 
(d) Provide training to the Ministry personnel and existing Business Support Organizations (BSO) and other key stakeholders on using the tool to ensure knowledge transfer and acceptance of the tool.
(e) Conduct gap analysis and readiness assessments for 30 SMEs using diagnostic tool
(f) Prepare gap assessment reports inclusive of recommendations and action plans with timelines to close the identified gaps for 30 SMEs.
(g) Provide technical assistance to the top 20 SMEs to close the identified gaps.
(h) Handover package (procedures, training material, SOPs) to the Ministry to effectively use and update diagnostic tool.

5. 	DELIVERABLES 
5.01	 The Consultant will report to the Project Coordinator – Ministry of Energy, Business Development and Consumer Affairs and will be required to submit/deliver the following:

	Deliverable
	Timeline

	Inception Report and Workplan
	Two (2) weeks after commencement of assignment- defining the timelines for the identified activities and deliverables where applicable.

	Draft SME Diagnostic Tool 
	Three (3) weeks after submission of Final Inception Report

	Results of Testing of Diagnostic Tool
	One (1) week after submission of Draft Diagnostic Tool

	Final SME Diagnostic Tool

	One (1) week after testing of Diagnostic Tool. 

	SME Gap Assessment Reports using Diagnostic Tool
	Fours (4) weeks after the completion of the gap assessment of participating firms

	Provision of technical assistance to short listed 20 SMEs
	Commencement One (1) week after the acceptance of Gap Assessment Report.

	Training of MEB Personnel and BSOs
	Two (2) weeks after completion of technical assistance  

	Draft Final Report 
	Three (3) weeks before the agreed project completion date.

	Final Report and hand Over Package.
	One (1) week before the agreed project completion date- Report should include all aspects of the work undertaken and completed.









6. CHARACTERISTICS OF THE CONSULTANCY

6.01	 Project Duration: The project will span a period of eight (8) consecutive months comprising seventy (70) man days for the development of the Diagnostic tool and conducting the gap analysis and readiness assessment and the remaining period for the provision of technical assistance to the twenty (20) short listed SMEs. 

Evaluation of Expressions of Interest

6.02 	Following the assessment of submissions, a short list of not less than three and not more than six applicants will be provided with full terms of reference and invited to submit technical and financial proposals to undertake the assignment.
6.03	The Government of Barbados reserves the right to accept or reject late applications or to cancel the present invitation partially or in its entirety. It will not be bound to assign any reason for not short-listing any applicant and will not defray any costs incurred by any applicant in the preparation and submission of Expressions of Interest.

7.	ROLES AND RESPONSIBILITIES
7.01	 The Consultant will be responsible for undertaking the Scope of Services and providing the Deliverables to the Ministry.

7.02 The Ministry is the Contracting Authority and also the Supervising Entity, and is responsible for general oversight of the project, final approval of any contractual amendments, the approval of deliverables and reports, and payments.  The Consultants will report directly to the Project Coordinator.

7.03	The Consultant will also be responsible for coordinating logistical arrangements for stakeholder consultations, workshops and training sessions, while the Ministry through the Project Coordinator will be responsible for providing room rental, refreshments, audio-visual services etc. for the stakeholder consultations and any capacity building. The Ministry will be responsible for providing office accommodation, if required.

7.04  The Supervising Entity will be responsible for reviewing and approving the Deliverables of the project and for coordinating. 

7.05  All day-to-day operations and communication regarding the implementation of activities under the contract will be handled by the Supervising Entity – the Ministry in collaboration with the Project Coordinator.


8.	QUALIFICATIONS AND EXPERIENCE

8.01. 	The Consultant must have at least five (5) years of relevant professional experience, including:
I. Experience in financial and business environments, including one or more of the following:
· SME advisory or business development
· Financial analysis or investment-readiness assessments
· Corporate restructuring or operational improvement
· Private sector development
II.  Demonstrated experience in capital markets, such as:
· Preparing firms for equity financing
· Working with stock exchanges or regulatory bodies
· Structuring financial instruments or capital-raising strategies
III.. 	Working knowledge of the SME sector, ideally including:
· Challenges specific to small and medium enterprises
· SME governance, compliance requirements, and operational realities
· Diagnostic, assessment, or capacity-building processes for SMEs.

IV. Proven experience in developing assessment tools, diagnostic frameworks, or structured methodologies for organisational analysis (desirable but strongly recommended given the TOR scope).
Skills and Competencies
8.02. 	The Consultant must demonstrate:
· Strong analytical and problem
· Excellent written and oral communication abilities
· Ability to facilitate stakeholder consultations and training sessions
· Competence in preparing high-quality reports, action plans, and presentations
· Ability to work independently and deliver outputs within tight timeframes

Additional Assets (Preferred but Not Mandatory)
8.03. 	To strengthen competitiveness, the following will be considered advantages:
· Demonstrated Experience conducting gap assessments, performance diagnostics, or organisational capacity reviews
· Prior work with SMEs preparing for market listing or participating in capital-raising programmes:
8.04. 	Knowledge of:
1. Caribbean economic environments
2. Regional SME ecosystems
3. Equity markets within small island economies
4. The Innovation and Growth Market (IGM) or similar small
· Experience delivering technical assistance to SMEs in areas such as:
. Corporate governance
. Financial management
. Compliance and regulatory readiness
. Business process improvement
· Prior consulting experience with:
. Multilateral development partners
. Government ministries
. Business support organisations (BSOs)







